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SUBJECT: STATUS OF ALUMINUM AND COPPER PROJECTS 
REF: SAN JOSE 1134 

1. ALCOA REPS MCNISH, FAUCET AND TECLINBURG CALLED ON THE 
AMBASSADOR MARCH 21 TO INFORM HIM OF THE OUTCOME OF THEIR 
TALKS WITH PRESIDENT ODUBER AND WITH THE COSTA RICAN 
GOVERNMENT'S ALUMINUM COMMISSION. 

2. THE ALCOA REPRESENTATIVES REPORTED THAT THEIR TALKS 

HAD GONE VERY WELL AND THEY HAVE NOW ACCUMULATED ENOUGH 
INFORMATION ABOUT COSTA RICAN THINKING TO PREPARE DRAFT 
CONTRACTS. THE TALKS CONFIRMED THEIR EARLIER UNDERSTAND- 
ING THAT THE GOVERNMENT IS UNLIKELY TO ALLOW ALCOA TO 
MOVE AHEAD ON COPPER UNTIL AN AGREEMENT HAS BEEN REACHED TO 
DEVELOP AN ALUMINUM SMELTER. PRESENT THINKING, WHICH IS 
BASED ON ALCOA'S FEASIBILITY STUDIES AND ON RECOMMENDA- 
TIONS MADE TO THE GOVERNMENT BY THE NORWEGIAN CONSULTING 
FIRM NORCONSULT, IS THAT THE SMELTER WOULD OPERATE 
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RICAN BAUXITE DEPOSITS ARE OF A LOW GRADE AND 
CONTAIN IMPURITIES THAT WOULD MAKE THEM UNATTRACTIVE 
ECONOMICALLY AT PRESENT. 

3. THE ALCOA REPRESENTATIVES HAVE AGREED TO PROVIDE 
DRAFT CONTRACTS WITPDN SIX WEEKS WHICH WOULD 
SERVE AS THE BASIS FOR FURTHER NEGOTIATIONS WITH 
THE COSTA RICAN GOVERNMENT. A NUMBER OF SIGNIFICANT 
QUESTIONS REMAIN TO BE CLEARED UP BEFORE AGREEMENT 
COULD BE REACHED, INCLUDING THE PRICE TO BE CHARGED 
BY COSTA RICA FOR THE HYDROELECTRIC POWER TO BE USED 
IN THE ALUMINUM SMELTER AND THE QUESTION OF WHAT 
GUARANTIES THE COMPANY WOULD REQUIRE AS TO THE 
SECURITY OF ITS INVESTMENTS. THE MINISTER OF ECONOMY 
IS ONLY PERMITTED TO OFFER INCENTIVES FOR A PERIOD 

OF TEN YEARS, WHICH WOULD CLEARLY BE INSUFFICIENT 
FOR SUCH A LONG-TERM PROJECT. THE DRAFT CONTRACTS 
WILL BE MODELLED ON ARRANGEMENTS UNDER WHICH ALCOA 
OPERATES IN GUINEA AND WOULD PROVIDE FOR AN EQUITY 
PARTICIPATION BY CODESA, THE STATE DEVELOPMENT 
CORPORATION. 

4. FINANCING FOR THE HYDROELECTRIC FACILITY WOULD 
BE THE RESPONSIBILITY OF THE COSTA RICAN GOVERNMENT. 
THE GOVERNMENT WOULD EXPECT TO GET ABOUT ONE-THIRD 
OF THE FUNDS FROM SUCH INTERNATIONAL AGENCIES AS 
THE IBRD, THE IBD, AND THE CENTRAL AMERICAN 
DEVELOPMENT BANK, ONE-THIRD FROM SUPPLIER CREDITS, 

AND ONE-THIRD FROM COMMERCIAL BANK LOANS. 
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